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Please state your name and business address.

My name is Donald F. Martino. My business address is Nicor Gas Company,

1844 Ferry Road, Naperville, Illinois 60563-9600.

By whom are you employed?

Northern Illinois Gas Company d/b/a Nicor Gas Company (“Nicor Gas” or the

“Company”).

What position do you hold with Nicor Gas?

I am a Senior Rate Analyst.

How long have you been employed by Nicor Gas?

Seventeen years.

What are your responsibilities in that position?

I am responsible for coordinating, reviewing and conducting analytical activities
related to rate and tariff administration, and for supporting the development of

rate policies for the Company.

Please summarize your educational background and work experience.

I hold a Bachelor of Science degree in Accounting from the University of Illinois
at Chicago, and a Master of Business Administration in Finance from DePaul
University. I began my employment with Nicor Gas in 1993 as an accountant in
Corporate Accounting. Since that time I have held positions in Credit

Administration and Office of the Assistant Treasurer Departments of Nicor Gas.
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In July 2000, I assumed my current position in the Rate Department as Senior

Rate Analyst.

Please give a brief description of the operations and status of Nicor Gas.

Nicor Gas is a corporation organized and existing under the laws of the State of
[llinois, having its principal office at 1844 Ferry Road, Naperville, Illinois 60563-
9600. It is engaged in the business of purchasing natural gas and distributing,
selling and transporting natural gas to approximately 2.2 million customers in the
northern third of Illinois. Nicor Gas is a public utility within the meaning of the

Public Utilities Act.

Please describe the subject matter of this proceeding.

Nicor Gas’ Schedule of Rates for Gas Service, I11.C.C. No — 16 Gas, includes
Rider 29, Energy Efficiency Plan (“EEP”). The Commission approved Rider 29
in the Company’s last general rate case. Docket No. 08-0363 (Order entered
March 25, 2009) (“2009 Rate Case Order”). Rider 29 became effective April 3,
2009. Each year, Rider 29 calls for Nicor Gas to file charges (called the
“Effective Component”) with the Commission. The Effective Component is a
monthly per-customer charge based on the Annual Plan Budget as approved by
Order of the Commission. Rider 29 is applicable to Rate 1 — Residential Service,
Rate 4 — General Service and Rate 74 — General Transportation Service. There is
a separate Effective Component for Rate 1 — Residential Service and Rates 4 and
74 are combined and categorized as Non-Residential Service. Section C of
Rider 29 requires Nicor Gas to file annually, no later than September 30, an EEP

Statement of Activity and a report showing the reconciliation adjustment (“RA™)
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that will be in effect during the nine-month period beginning October 1. The first
such filing is due September 30, 2010. Section C of Rider 29 also requires that
Nicor Gas, at the time of filing its reconciliation statement, file a petition seeking
initiation of an annual reconciliation to determine the accuracy of the EEP
Statement. Nicor Gas witness James Jerozal (Nicor Gas Ex. 2.0) testifies to the

EEP Statement of Activity. See Nicor Gas Ex. 2.1.

What is the purpose of your direct testimony?

This testimony explains Nicor Gas’ reconciliation of Energy Efficiency Plan
Revenues (“EEPR”) collected, compared with the Energy Efficiency Plan
Expenses (“EEPE”) incurred, as recorded on the books of the Company, for the
period of June 1, 2009 through June 30, 2010. My testimony and exhibits are

submitted pursuant to the requirements identified in Section C of Rider 29.

What Rider 29 period is being reconciled in this proceeding?

Rider 29 requires a reconciliation of revenues for each “Plan Period,” which
would generally be the twelve-month period beginning July 1. However, the
initial reconciliation reflects a one-month longer Plan Period as the first
adjustment under Rider 29 began in June 2009. Accordingly, the reconciliation
period, which is the subject of my testimony, is for the Plan Period June 1, 2009,

through June 30, 2010.

Is there anything else unique about the first Plan Period?

Yes. Normally, the Plan Period would include only one Effective Component

filing for residential service and one for non-residential service. However, the
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first Plan Period included a filing that established Effective Components for the
period June 2009 through December 2009 and a second filing of the Effective
Components for the period January 2010 through June 2010. The changes are the
result of the Nicor Gas EEP Advisory Board requesting the Company to seek
Commission approval to modify the Plan Period from a calendar year to a heating

season year. The approved revisions to Rider 29 were effective January 1, 2010.

Please describe Nicor Gas Ex. 1.1.

Nicor Gas Ex. 1.1 consists of four pages, and includes a report (page 2) showing
the determination of the Reconciliation Adjustment (“RA”). Together with the
other three pages (collectively called the “Statement”), the exhibit contains
supporting documentation of the RA components that will apply for each month

of the nine-month period beginning October 1, 2010 and ending June 30, 2011.

What is the purpose of the Statement?

The Statement shows the applicable RA for customers served under Nicor Gas’
Residential Service — Rate 1 and Non-Residential services, collectively Rates 4
and 74. It also shows the derivation of each RA component and provides

supporting data.

Please describe the elements of the Statement.

In general, the Statement includes, for each applicable service classification, the

following information:

. Page 1 is a copy of the information sheet to be filed with the Commission

on or before September 30, 2010. Included in the Total Charge or
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Effective Component for each service class, is the RA computed for the
previous Plan Period. This new or revised Effective Component
represents a monthly per-customer refund that will be billed over the

following nine-month period beginning October 1, 2010.

Page 2 shows the determination of the RA as described under Section B(2)
of Rider 29. Lines 1 through 9 show the calculation of the Carry Over
Budget amount. The Carry Over Budget is the amount of the Annual Plan
Budget from the previous Plan Period that shall be carried into the current
Plan Period, and shall be the lower of the Carry Over Maximum or the
Under Budget Amount as defined in Rider 29. The Carry Over Maximum
from the first plan year ending June 30, 2010 is 75% of the Annual Plan
Budget from the first Plan Period. The resulting Carry Over amounts are
shown on Line 9. Reference notes are provided in column E for each line.
Lines 10 through 17 represent the calculation of the Total Reconciliation
Adjustment in dollar amounts, including Carry Over amount and Interest.
This amount is the result of deducting EEPR from EEPE and adding the
Carry Over amount and applicable Interest. Line 19 represents the
monthly per-customer RA. It is derived by dividing the Total
Reconciliation Adjustment dollar amount on Line 17 by the average
number of forecasted customers (“CUST”) for the nine-month period
ending June 30, 2011. That result is then divided by the nine months the

RA will be in effect. An RA must calculate to one cent or more.
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. Page 3 shows the aggregation of monthly EEPE and EEPR. EEPE
represents the actual amount of expenses accrued by the Company during
the previous Plan Period. EEPR represents the amount of billed and
unbilled revenues arising from application of the Effective Components
during the previous Plan Period. The totals of EEPE and EEPR for each
applicable residential and non-residential service classification are shown

on Line 14.

. Page 4 shows the calculation of the CUST for October 2010 through June
2011, the period the Nicor Gas RA components will be in effect. The
forecasted average number of customers for the nine-month period is

shown on Line 11.

How much was calculated as refundable or recoverable from Rate 1 —
Residential Service customers over the 9-month period beginning October 1,

2010?

$1,646,824 was calculated as being refundable to Rate 1 customers.

What is the RA component that will be effective for Rate 1 — Residential

Service customers beginning October 1, 2010?

Rider 29 requires that the reconciliation adjustment must calculate to one cent or
more per customer per month. The dollar amount of $1,646,824 is sufficient to
result in an adjustment greater than a penny. As a result, the RA component for

Rate 1 — Residential Service customers will be negative 9 cents.
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How much was calculated as refundable or recoverable from Rates 4 and 74
— Non-Residential Service customers over the 9-month period beginning

October 1, 2010?

$609,947 was calculated as being refundable to Rates 4 and 74 customers.

What is the RA component that will be effective for Rates 4 and 74 - Non-

Residential Service customers beginning October 1, 2010?

The dollar amount of $609,947 is sufficient to result in a refund adjustment of one
cent or more. As a result, the RA component for Rates 4 and 74 — Non-

Residential Service customers will be negative 35 cents.

Please describe how the RA components will be reflected on customers’ bills.

The new or revised Effective Component is now the sum of the RA component
that has just been calculated for the previous Plan Period and the current Plan
Period Effective Component. It is identified as “Total Charge” on the information
sheet to be filed with the Commission (Nicor Gas Ex. 1.1, Page 1) and is shown

on customers’ bills as a single line item.

Does this conclude your direct testimony?

Yes.
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